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RESOLUTION 


No. SC(A)-2(217)/57.-—In their letter No. 63(2)-TR/58, dated -the 
1Sth January, 1958, Government of India in the Ministry of Commerce 
and Industry requested the Tariff Commission to examine the represen- 
tation of Messrs, Indian Iron & Steel Co. Ltd.,-regarding their increase 
in the manufacturing cost of pig iron. This was in terms of the assur- 
ance given by Government to the Company in November, 1956, that if 
increases took place in the cost of production for reasons beyond the 
Company’s control (e.g. changes in Railway freight, increase in the 
statutory price of coal and other fuel, raw materials, changes in labour 
costs caused by Labour Legislation or adjudication or conciliation 
awards) such increases would be considered on merits. 


2. The Tariff Commission have conducted enquiries and submitted 
their report. They have recommended a price increase of Rs. 10.64 per 
ton on a weighted average basis for the period from Ist August. 1954 
to 31st March, 1960 for pig iron produced by the Indian Iron and 
Steel Company. 


3. The Government of India have carefully considered the recom- 
mendation of the Tariff Commission. Government while accepting the 
recommendations of the Tariff Commission in regard to the actual in- 

- creases in costs do not consider that the increases should be given on 
a weighted average basis. They consider that the increase in costs should 
be allowed on the basis of actual increases. It has accordingly been 
decided that the retention prices notified in Government Resolution No. 
SC(A)-2(1 13), dated the 20th July, 1956, shall be increased from the. 
respective dates, as indicated below :—- 


From 1-U-54 Nil 
“5 T94-55 Rs. o.ub per’ ton 
ff 18*7"55 Ra, 0, 26 v8 
» 20°9°55 Rs. 0.59 : 
” 12-11-55 Rs. 0.65 ” 
s, 18-2-56 Rs. 0.84 Pr 
ry 1+4-56 Rs. 3.18 Me . 
5°7-56 Rs, 10.98 “ é 
+3 15-10-56 Rs. 1.77 - ‘ ss 
‘ 31-4257 Rs. 12.86 ‘6 
Pe 109+57 Rs. 14.15 


‘ 
He: Be7-5) Rs. 17.23 


(ii) 

4. The Tata Iron & Steel Co. also represented to Government that 
they are incurring increases in costs in the manufacture of pig iron. 
Tariff Commission, after examining the costs of the Tata Iron & Steel 
Co. and after applying the limited factors of escalation applicable in 
the case of steel, recommended that the Company are also eligible 
to w price increase, on a weighted average basis, of Rs. 9.54 per ton 
for the period 1955-56 to 1959-60. As in the case of Indian Iron & 
Steel Co., Government propose to accept the recommendation on the 
basis of actual increases instead of on a weighted average basis. The 
actual increases over the current retention prices for pig iron produced 
by the Tata Iron & Steel Co. will be as below :--- 


1955750. : : z . Rs. o.gt per ton 
1956-57. . ; : 2 . Rs. 7.95 = & 
1957°58 3 ; : i . Rs. 12.02 7 
1958-59 and 1959-60 ; : . Rs. 12.92 * 


5. Government of India have also decided that as the pig iron 
produced at Burnpur Works has not yet been separately costed, the 
increase in prices recommended by the Tariff Commission and accepted 
by Government, in para 3 above should be applied to the Kulti pig iorn,. 
till the Kulti Plant ceased to operate and to the corresponding grades 
of pig iron produced at the Burnpur Works upto 31-3-1958 finally, and 
thereafter provisionally. 


6. It is the intention that the prices of pig iron produced at Burnput 
after 1-4-1958 should be cxamined separately and adjustments based on 
costing made later. 


7. Government also consider that the prices revealed by the costing 
of pig iron manufactured at the Burnpur Works of M/s. ITSCO. shall 
apply provisionally to the corresponding grades of pig iron produced by 
M/s. Hindustan Steel Limited. 


ORDER 


ORDERED that a copy of this Resolution be communicated to all 
concerned and that it be published in the Gazette of India extraordinary. 


S. BHOOTHALINGAM, 


Secretary to the Government of India. 
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REPORT ON THE REVISION OF FAIR RETENTION PRICES, 
EX-WORKS, OF PIG IRON PRODUCED BY INDIAN IRON AND 
STEEL COMPANY LTD., CALCUTTA. 


1. In a report submitted to Government in February 1956 on the 
fair retention prices, ex-works, of pig iron produced by Indian Iron. and 
Origin et tha: cand Steel Company Ltd., Calcutta, we recommended 

that these prices should be fixed as follows. : — 


fee et a a 








Analysis Ex-works 
Grade Fo entre oe cae ae ee nee tee es price re- 
commende 
Silicon Manganese Phospho- = Sulphur for the 
per cent per cent rus percent per ceut future 
I 2 3 4 5 6 
STANDARD GRADES 


(High Manvanese\ 


(Rs. per ton) 


Standard Foundry 1) 2°75--3°25  -t-00-=1'50 Under 0°40 Under 0:035 i48 
Da. 2 2°25—-2°75 Do. Do. Under 0'050 149 
Do. 3 1°75 2°25 Do. Da, Do. 638 
Do. 4 1°50--1°75 Do, Do. Do. 195° 
Special «4% 125-150 1'00-—-1°50 -Under 0°95 Under o°050 133 
Special basic 1'00—1°25 Do. Do. Do. 190°5 
Standard 1°00 & Un- Do. Do. Do. 128 
der. 


‘Lew Manganese Grades: 


Low Manganese 


Foundry... { 2°75--3°25 o°50—1'00 Undero’40 Under 0-095 146 
Do. Q 222° 75 Do. Do. Under 0'050 14t 
Do. 3 175 —2"95 Do. Do. Do. 136 


Do. 4 1'30—-1°75 De. Do. Do. 193°5 


ee 














I 2 3 4 5 6 
: is _ - Ra, per ‘ton 
Special. . 4% 1'25—1'50 0'50—1-00 Under 0°35 Under 0-050 ign 
Low Manganese 2 
basic special . 100 —1'a5 Do. Do. Do. 128+ 5 
Low Manganese basic. 1 ee & Un- Do. Do. Do. 126 
er. 





The Government of India accepted the above fecommendation but 
did not agree to continue the element for special depreciation allowance 
which had been allowed since 1951 on our recommendation, beyond 
3ist December, 1955. The prices of categories of pig iron referred to 
above were, therefore, reduced, with cffect from Ist January 1956, by 
.Rs. 6°50 per ton on the average [vide, Ministry of Commerce and Indus- 
try Resolution No. SC(A)-2(133), dated 20th July, 1956]. The Company 
represented to Government in itsletter dated 13th September, 1956 that 
the retention prices of foundry pig iron should be subject to an escalator 
clause similar to that provided in the case of stecl. Government inform- 
ed the Company in its letter No. L(SA)-2(133)/54, dated 22nd Novem- 
ber, 1956 that if increases took place in the’ cost of production for 
reasons beyond the Company’s control (for example, changes in railway 
freight, inerease in the statutory prices of coal and other fuel, raw 
materials, changes in labour costs caused by labour legislation or adjudi- 
cation or conciliation awards or increased consumption of raw materials 
and increase in maintenance costs arising out of the old age of the 
_ plant), such increases would be considered on merits. On this assurance 
the Company represented to Government on 23rd February, 1957 that 
its cost of production during the period Ist August, 1954 to 30th Novem- 
ber, 1956 was higher than that estimated by the Commission. In a sub- 
sequent letter dated 11th September, 1957 the Company submitted details 
of its cost of production of pig iron for the years 1955-56, 1956-57 and 
the quarter ended June 1957. 





2. Government in their Ministry of Commerce and Industry letter 
No. 63(2)-T.R./58, dated 15th January, 1958 requested the Commission 
to review the position in the light of representa- 
tions made by the Company and to indicate 
whether there is sufficient justification for an increase in the price of pig 
iron payable to the Company as requested by it and, if so, the neces- 
sary quantum of increase. 


Terms of reference 


3.1. Apart from the escalator items allowed in the case of steel the 
Company has claimed increases due to higher consumption of raw 
materials and higher maintenance charges due 
to the old age of the plant. We have not admit- 
ted these claims for two reasons. First, the higher consumption of raw 
materials and the higher maintenance charges need not be entirely due 


Scope of investigation 
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to the old age of the plant. They may also arise from inferior quality 
of the raw material used or from over-working the plant to achieve a 
quantum of production higher than that assumed by the Commission for 
determining costs. Further, the production of iron in different grades 
has also a bearing on the consumption of materials. It is not possible 
to separate the effects of the various factors which tend to increase cost 
nor to determine the effect of the old age of the plant specifically on (a) 
consumption of raw materials and (b) higher maintenance cost claimed 
by the Company. Secondly, in making the escalator adjustments we are 
not taking into account benefits which accrued to the Company from 
(i) the profits realised on the excess production and (ii) the amount of 
depreciation earned on the excess production. 


3.2. The increase in the cost of production of pig iron payable to 
the Company is calculated in accordance with the principles of escala- 
tion adopted in the case of steel. These items cover changes in railway 
freight, increase in the statutory prices of coal and other fuel, increase 
in the cost of raw materials and increase in labour cost due to legis- 
lation, adjudication or conciliation awards. We have also admitted the 
increases in costs of coal, coke and other raw materials, which had taken 
place after our Cost Accounts Officer submitted his report on Ist August, 
1955 and which had not been included in our last report submitted in 
February 1956. In determining the net increases in the retention prices 
of pig iron increases in realisation on the sale of by-products, namely, 
coal tar and sulphate of ammonia have been taken into account as in the 
case of steel. No account has been taken of the variations in the con- 
sumption of materials, yield and proportion of various grades of pig iron 
produced, from those adopted by us in 1956. 


3.3. Shri P. M. Menon, our Cost Accounts Officer, examined the 
books of the Company and verified the claims submitted by it. 


4.1. Coal.—The entire requirement of non-coking coal for steam 
generation and service departments and 40 per cent of the Company’s 
requirements of coking coal are purchased. from 
outside. Only 60 per cent. of its requirements 
of coking coal is met from the Company’s own collieries. The prices of 
coking and non-coking coal increased by 3 annas per ton from 18th 
July, 1955 and that of coking coal by a further 3 annas per ton from 
12th November, 1955. The prices of coking and non-coking. coal 
increased by Rs. 3 per ton from 5th July, 1956 and by a further Rs. 1:50 
per ton from 8th July, 1957. The terminal charges on coal were also 
raised by 12 annas per ton from 15th October, 1956. With effect from 
the same date short distance charges on coal at 14 annas per ton for 
distances within 75 miles were also introduced. The cost of Company’s 
own coal also increased by Rs. 4°50 per ton as a result of the award 
of the All-India Industrial Tribunal (Collieries Disputes) and by Rs. 1-60 
per ton as a result of the decision given by the Labour Appellate Tri- 
buna] of India in the Collieries Appeals with effect from Sth July, 1956 
and 8th July, 1957 respectively. 
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4.2. Coke.—The controlled prices of coke increased by 7 annas per 
ton from 20th September, 1955; 4 annas per ton from 18th February, 
1956; Rs. 6°50 per ton from Sth July, 1956 and Rs. 2°50 per ton from 
Sth July, 1957. It may be pointed out that we had estimated in 1956 
that 56 per cent. of the Company’s requirements of coke would be ob- 
tained from Hirapur. 


4.3. Railway Freight—With effect from 1st April, 1956 a surcharge 
of 1 anna in the rupee was levied on freight on goods traffic. It was 
raised by a similar amount from Ist July, 1957. These increases are 
applicable on coal (purchased), iron ore, manganese ore and lime- 
stone. 


4.4. Iron ore.—About 91 per cent. of the requirements of iron ore 
at Kulti is met from the Company’s Manoharpur mines and the balance 
is purchased from outside. The Company’s own mining cost of, ore 
increased by 50 nP. per ton in 1956-57 and by another 69 nP. per ton 
in 1957-58 on account of the revision of the contractors’ wages, increased 
cost of stores and increase in the price of coal used in the running of 
the Company’s light railway at the mines and the higher cost incurred 
in the supply of foodstuffs. -An average increase of Rs. 1°93 per ton 
in the price of purchased ore has been admitted from Ist April, 1956 
as in the case of steel at the Burnpur Works of the Company. 


4.5. Manganese ore The manganese ore required at Kulti is 
obtained from the Company’s mines at Gua and the increase of Re. 0°68 
per ton in the mining cost has been admitted from Ist April, 1956 due 
to increased contractors’ wages and prices of stores. 


4.6. Limestone—The Company obtains limestone from Bisra Stone 
and Lime Company Ltd. The price of limestone increased by 5 annas 
6 pies from 1st April, 1955 and by another 4 annas from Ist August, 
1955. We have admitted these increases in the price of limestone. 


4.7. Phosphate rock.—Phosphate rock is obtained from the Com- 
pany’s quarries under contract.. There were slight reductions in the 
prices in 1955-56 and 1956-57. The price, however, went up in 1957-58 
by Rs. 3:91 per ton due to the revision of the rate payable to the con- 
tractor according to the phosphate content of the material and extra 
payment for earth cutting operation. We have admitted this increase. 


5.1. Sulphate of Ammonia.—The net realisation from the sale of 

sulphate of ammonia remained more or less 

Create constant. It has not, therefore, affected the cost 
of pig iron. 


5.2. Coal tar—The net realisation on the sale of coal tar increased 
by Rs. 3°51 per ton in 1955-56 and Rs. 5:54 per ton in 1956-57. From 
Ist April, 1957 the net realisation on the sale of coal tar increased fur- 
ther and has been taken at Rs. 104-13 pert ton as against the 1956 esti- 
mate of Rs, 78°79 
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5.3. Gas.—Credit for gas in the coke ovens and blast furnaces is 
taken on coal equivalent basis and prices adjusted according to the 
changes in the price of coal. Higher credit has been taken for coke oven 
gas and blast furnace gas to the extent of the gas utilised in the 
foundries, etc. 


6. The increases in the manufacturing costs in respect of the entire 
period of price fixation, i.e. Ist August, 1954 to 
31st March, 1960 due to factors mentioned in 
paragraph 3.2 are given below :— 


Recommendation 





























Estimated Increase Total 
production per ton amount 
Or a pre a ———— —_— ———— 
Tons Rs. Rs. 
1954-55 
From 1-8-1954 m4" oe rear oe 133,333 Nil Nil 
1955-56 ~ 
From 1-4-1955 ‘ ' , : , 54,890 0°16 9,583 
From 18-7-1955 ‘ rs 35,164 0°26 9,142 
From 20-9195, . . .  ., 28,571 0°59 16,857 
From 12-11-1955, R ; ; ‘ : 53,846 0°65 35,000 
From 18-2-1956 . : , ! | 22,529 0°84 18,924 
2,00,000 0°45 89,506 
1956-57 
From 1-4-1956 ‘ , ; I z 52,198 3°18 1,65,989 
From 5-7-1956 : é . ‘ F 56,044 10°98 6,135,363 
From 15-10-1956 ‘ : : , ‘ 91,758 11°97 10,79;992 
2,00,000 9°31 18,61,344 
1957-58 
From 1-4-1957 é 3 é - 3 50,000 12°86 6,43,000 
From 1-7-1957 é é : s . 3,846 14°15 54.428 
From 87-1957 6 ewe Bt 54 17°23 -25,18,233 
2,00,000 * 16°08 32,15,654 
1958-59. : : : , : ; 7 2,00,000 17°23 34,46,000 
1959-60. . : ‘ : ‘ : ‘ 2,00,000 17°23 34,46,000 





Granv Torar . 115333333 10°64 -1,20,58,504 





6. 


The average increase over the whole period of price fixation works 
out to Rs, 10°64 per ton. We, therefore, recommend that the Company 
should be paid Rs. 10°64 per ton of pig iron over the prices fixed for 
the period Ist August, 1954 to 31st March, 1960. 


C. RAMASUBBAN, 
Chairman. 


Ss. K. MURANJAN, 
Member. 


J. N. DUTTA, 
Member. 


R. S. BHATT, 
Member. 
RAMA VARMA, 
Secretary. 
Bomsay, 
Dated, 9th October, 1958. 


